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In a rare display of cooperation, President Vicente Fox's administration and the leaders of the eight
political parties represented in Congress agreed on an outline of social and economic goals that will
be followed during 2002 and possibly 2003. The agreement, known as the Acuerdo Politico para el
Desarrollo Nacional, was announced at a ceremony in Mexico City in early October.
The agreement, which has been under negotiation for several months, specifies 47 social, economic,
international, and political actions that must be taken in the coming months to help Mexico deal
with an economic slowdown and to boost security. Thirteen of these were classified as more urgent,
including steps to boost employment, increase national security, promote tourism, and improve
distribution of basic goods to the poor.
Fox and the party leaders also agreed, among other things, to expand Mexico's telecommunications
infrastructure, promote a system of sustainable development in the agriculture sector, and
strengthen the country's judicial system. "[This agreement] is essential to allow our democratic
system to promote political stability, plurality, economic certainty, and social development," Interior
Secretary Santiago Creel Miranda told reporters.

Critics say agreement is weak
The accord received mixed reactions from political and business analysts and members of the
business and labor communities. Many critics praised the legislators' "good intentions," but said the
accord is weak and symbolic because it offers no specific course of action and lacks any timetables.
"It would have been desirable for the accord to establish a consensus and a timetable for settling the
issues in dispute," said analyst Jonathan Heath, director of the Mexico Consulting company Latin
Source.
Other private analysts took the same stance. "This is an agreement of good intentions," said analyst
Pablo Alvarez Icaza of Bursametrica Management. "They committed to discuss important issues
but not to reach an accord." Of particular concern, said Heath, are the wide differences between
the administration and the two major opposition parties the center-left Partido de la Revolucion
Democratica (PRD) and long-governing Partido Revolucionario Institucional (PRI) regarding tax
reform.
The administration has not shown any signs of backing away from its proposal to extend a 15%
value-added tax (impuesto al valor agregado, IVA) on food, medicines, books, and other items. The
PRD and the PRI are dead set against this proposal. "Neither side has changed its position," Heath
said in an interview with the official news agency Notimex.
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The administration must also bridge major differences with the PRD and PRI on plans to allow
private investment into key areas of the energy sector, such as petrochemicals, electrical power
plants, and natural-gas production. Creel and some legislators defended the lack of specifics,
saying the agreement at least brought all parties to the table to discuss much needed reforms in
fundamental areas of the Mexican economy. "The agreements on specific issues are yet to come,
they are in development," said PRI Deputy Marti Batres Guadarrama, a frequent critic of the Fox
administration. Batres made the statement in a joint press conference with legislative coordinators
and party leaders from the PRD, PRI, the center- right Partido Accion Nacional (PAN), the Partido
del Trabajo (PT), and the Partido Verde Ecologista Mexicano (PVEM). The agreement has also
been endorsed by Convergencia Democratica (CD), Partido Alianza Social (PAS), and Partido de la
Sociedad Nacionalista (PSN).
PRD and PRI legislators cautioned that their parties' decision to enter into the agreement did not
mean that Fox's proposals on tax reform and other contentious issues would receive automatic
approval in Congress. "By signing the agreement, we have not surrendered our right to highlight
the policies that do not work," said PRI president Dulce Maria Sauri Riancho. "We will continue to
oppose those policies that do not serve the people and which often create more harm than good."
Some labor leaders criticized the parties and the administration for not including unions and other
nongovernmental organizations in the accord from its initial stages, even though the government
has promised to incorporate them in later negotiations. "How can you say an accord is viable if
you fail to include relevant sectors like workers in negotiations on labor reform?" said Francisco
Hernandez Juarez, leader of the Union Nacional de Trabajadores (UNT). Still, the agreement was
a moral victory for Fox, who managed to present a united front with the Congress following the
severe criticisms of his administration for quickly offering its support to the US in the wake of the
Sept. 11 attacks on the World Trade Center in New York and the Pentagon in Washington, DC (see
SourceMex, 2001-09-26).

Government also announces emergency economic measures
The announcement of the agreement came less than a week after the administration unveiled a
package of emergency economic measures intended to help Mexico deal with the impact of the
US economic slowdown since the end of 2000 and the subsequent effects of the Sept. 11 attacks.
The economic measures include a recommitment to several areas that were already part of the
administration's economic plan for the year, such as maintaining tight fiscal and monetary policies;
implementing tax, labor, and energy reforms; promoting labor-intensive construction of homes and
highways; and seeking legal changes that would make Mexican companies more competitive.
The administration announced two new initiatives as part of the plan. One would channel as much
public spending as possible to the first half of the year in the 2002 federal budget. In the past, the
tendency had been to save most spending for the second half of the year. The second initiative sets
aside special support for the tourism and airline industries, which have been especially affected
by the Sept. 11 attacks. Some estimates show the number of foreign visitors to Mexico declined by
about 37% between mid-September and mid-October.
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Several tourism-related industries have incurred heavy losses during the past few weeks. For
example, the Asociacion Mexicana de Hoteles y Moteles (AMHyM) estimates hotel industry losses
at about US$4 million daily. Similarly, the restaurant sector, which also relies heavily on tourism,
has seen business decline by about 20% during September, reported the Camara Nacional de la
Industria Restaurantera y Alimentos Condimentados (CANIRAC).
Economists say the tourism and manufacturing sectors are expected to account for a large share
of the thousands of jobs that will be lost in 2001. Forecasts released by the economic forecasting
company Consultores Internacionales on Oct. 9 indicate that more than 1 million Mexicans will have
lost their jobs by year-end 2001. Three-quarters of these jobs will be lost in the formal economy, with
the other one-fourth in the informal economy.

Maquiladora industry faces first downturn in 15 years
Many losses in manufacturing will come from the maquiladora industry, which is anticipating
its first downturn in production in 15 years. The Consejo Nacional de la Industria Maquiladora
de Exportacion, which represents the majority of maquiladora plants, projects exports from
the sector will decline by 12% this year, resulting in the layoff of several thousand workers.
Maquiladora plants account for a large percentage of the country's international trade, with the
export-industry expected to lose more than US$52 million by year-end, said the Asociacion Nacional
de Importadores y Exportadores de la Republica Mexicana (ANIERM).
The maquiladora sector has asked the Fox government to implement an emergency rescue plan,
which would include a system of tax write-offs and other incentives. Many business leaders have
criticized the administration for asking them to make sacrifices while failing to provide adequate
incentives. "How can businesses meet their commitment to save jobs and boost salaries if the
government does not provide tax relief and other incentives?" said Raul Picard, president of the
Camara Nacional de la Industria de Transformacion (CANACINTRA).
But some analysts say the government's ability to provide tax breaks will be hampered by
a reduction in anticipated revenues. For example, analysts at Merrill Lynch Mexico said the
government would not be able to sell its share in the airline holding company Cintra and in the
insurance company Aseguradora Hidalgo this year because of the deteriorating economic climate.
This means the government will not receive about US$1.5 billion, forcing a reduction rather than
expansion of the budget. (Sources: The San Diego Union- Tribune, 10/03/01; Excelsior, 10/05/01;
Reuters, 10/07/01; The News, 10/01/01, 10/08/01; CNI en Linea, 10/04/01, 10/05/01, 10/08/01; Notimex,
10/07/01, 10/08/01; Los Angeles Times, 10/08/01; El Financiero, 10/02/01, 10/08/01, 10/09/01; Reforma,
10/04/01, 10/05/01, 10/07-09/01; La Cronica de Hoy, Novedades, 10/05/01, 10/08-10/01; La Jornada,
10/02/01, 10/05/01, 10/08-10/01; Milenio Diario, 0/04/01, 10/05/01, 10/10/01; El Universal, 10/08/01,
10/10/01)
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